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This report is one of a series of publications focusing on 
foreign market opportunities for U.S. suppliers. The series 
is made available by the Department of Commerce in co- 
operation with the U.S. Foreign Service-Department of State. 
Most reports are based on research conducted by overseas 
contractors under U.S. Foreign Service supervision or by eco- 
nomic and commercial officers of the Foreign Service or 
Department of Commerce. 


Some of the data in this series is reproduced in its original 
unevaluated form and the distribution of this document does 
not necessarily imply the concurrence of the Department of 
Commerce in the opinions or conclusions contained therein. 


As part of this marketing information program, the Depart- 
ment of Commerce makes available to the U.S. business 
community, on a continuing basis, six types of publications 
and reports. 


1. Global Market Surveys: \In-depth reports covering 20-30 
of the best foreign markets for a single U.S. industry or a 
group of related industries. 


Country Market Sectoral Surveys: \In-depth reports cover- 
ing the most promising U.S. export opportunities in a sin- 
gle foreign country. About 15 leading industrial sectors 
are usually included. 


Overseas Business Reports: Reports that include current 
and detailed marketing information on all of our leading 
trading partners. Most are revised annually. 


Foreign Economic Trend Reports: Annual or semiannual 
reports prepared by the U.S. Foreign Service that cover, 
individually, almost every country in the world. 


Market Research Summaries: Brief market summaries in 
support of overseas trade promotion events organized by 
the Department of Commerce. 


Overseas Export Promotion Calendar: A quarterly sched- 
ule of planned Commerce Department overseas trade pro- 
motional events over the next fifteen-month period. 


To supplement and update the marketing information avail- 
able in this series, and for specific ordering information, we 
suggest that you telephone the nearest Department of Com- 
merce District Office or the Country Marketing Manager re- 
sponsible for the area or areas in which you are interested. 


A directory of these key people and offices is printed on the 
back cover. 





INDIA - KEY ECONOMIC INDICATORS 


All values in U.S.$ million unless Exchange rate: U.S.$1.00=Rs.8.50. 
otherwise indicated. Indian fiscal 
year is April 1 to March 31l. 
1977-78 Percent 
1976-77 Estimates 
B c C/B 


INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices ($ billion) 100.68 

GNP at Constant (1970-71) Prices ($ billion) 60.24 

Per Capita GNP, Current Prices ($) 161.09 

Industrial Production Index (1970=100) 142.3 

Agricultural Production Index 128.8 
(1967/68-69/70=100) 

Labor Force (million) 2058/ 

Number of persons registered at . i223 
Employment Exchanges (million) 


MONEY AND PRICES 

Money Supply with Public 15,463 18,357 21,190 

Prime Lending Rate (State Bank of 14 14 13-14b/ 
India) (percent) 

Wholesale Price Index (1970-71=100) 173.0 176.4 185.4 

Consumer Price Index (1960=100) 312.8 301.0 325.0 


BALANCE OF PAYMENTS AND TRADE 
Gold,SDRs,and Foreign Exchange Reserves 2,72 3,747 5,800 
External Debt 9,799 10,429 13,340 
Annual Debt Service 785 829 930 
Overall BalanceC/ 607 1,911 2,369 
Balance of Trade -1,438 gl -100 
Exports, FOB 4,756 6,051 6,400 
U.S. Shared/ 548 708 781 
Imports, CIF 6,194 5,970 6,500 
U.S. Shared/ 1,290 1,135 779 


Principal imports from U.S.(1976): foodgrains, 666; machinery and transport 
equipment, 215. 


Excludes partially employed persons. The Planning Commission estimates total 
labor force in 1977-78 at 265 million. 

Effective March 3, 1978, the rate is 13 percent. 

Current and Capital Accounts Balance. 

Calendar year figures (1975, 1976, 1977). 


Sources: GOI Central Statistical Organization, Reserve Bank of India, GOI 
Economic Survey, U.S. Department of Commerce, World Bank. 





SUMMARY 


The Indian economy in 1977-78 experienced above average 
growth of about seven percent because of a record foodgrain 
harvest of close to 124 million MT. The industrial sector, 
however, continues to be plagued by inadequate consumer 
demand, power shortages, labor problems, higher costs, and 
lower profit margins. As a result, industrial production 
increased by only 4-5 percent last fiscal year. The Janata 
Government places higher priority on the development of the 
agricultural sector and small scale units and hopes to 
generate more overall investment in the coming year, but 
growth in 1978-79 will depend more on the summer (southwest) 
monsoon. 


Wholesale prices in many states have shown a declining trend 
Since September 1977 because of a favorable supply situation 
for most essential consumer items. The average inflation rate 
last fiscal year was approximately five percent. On the other 
hand, the budgetary positions of the Central and state 
governments have deteriorated. The 1977-78 budget deficit of 
the Central Government amounted to over $1 billion (about 

six percent of total expenditures) and is projected to be 

even higher this year. 


India is expected to have a very modest trade deficit (around 
$100 million) in 1977-78. Because of a more liberalized 
import policy, the trade deficit may increase somewhat in 

the coming year. A continued high level of gross foreign aid 
disbursements (close to $2 billion per year) and remittances 
from Indians abroad will cause foreign exchange reserves to 
grow from $5.8 billion at the end of March 1978 to probably 
over $7 billion by March 1979. 


In 1977 trade between the U.S. and India amounted to just 
over $1.5 billion and was in balance. U.S. exporters have 
good opportunities to sell capital equipment and spares in 
such areas of the Indian market as minerals and petroleum 
development, electronics, communications and chemicals. U.S. 
direct investment in India, which has remained at around $360 
million, is unlikely to show any increase in the coming year 
because of the Government's selective foreign investment 
policy. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture 


The above average growth in GNP of around seven percent in 
1977-78 was due primarily to a very favorable summer 
monsoon and an expected total foodgrain crop of 123-125 
million MT that will surpass the record harvest of 1975-76. 
Total agricultural output is expected to show a rise of 
approximately ten percent compared to the 1976-77 crop year. 
The 1977 kharif (fall) harvest amounted to 74-75 million MT, 
while the recent rabi (spring) crop is estimated at 49-50 
million MT, including record wheat production of about 31 
million MT. Rice output is estimated at 50 million MT. 
Commercial crops generally did well. At the end of March 
1978 foodgrain stocks totaled approximately 16 million MT 
and are likely to increase to around 20 million MT during 
the next few months with the Government prepared to procure 
6 - 6.5 million MT of wheat. 


The Janata Government has placed high priority on the 
agricultural sector and rural development. According to 
preliminary figures, 43 percent of development funds in the 
draft plan for 1978-83 is expected to be devoted to agriculture 
and related activities. The most important component of this 
spending will go to irrigation and flood control (14 percent 

of public sector plan outlays). During the next five years 

the Government hopes to irrigate an additional 36 million acres, 
bringing the total to almost 150 million acres. Other priorities 
include increased use of fertilizer as well as the doubling of 
nitrogenous fertilizer output to 4.1 million MT by 1982-83; 

and the expansion of rural electrification to include an 
additional 100,000 villages and two million pump sets during the 
1978-83 period. 


Nevertheless, major problems continue to afflict the Indian 
countryside. Growing population pressures have resulted in 
higher rates of unemployment and underemployment, more 
agricultural laborers, a declining average size of farms, 
deforestation and soil erosion. Water is used inefficiently 
(or is not available) in many places. Rural water and 
electricity rates are often considerably below cost, a 
reflection of the fact that the agricultural sector has been 
contributing proportionately less to the national tax effort 
in recent years. Such programs as distribution of surplus 
land to landless laborers, credit to the rural poor, and food 
for work projects have been very difficult to implement 
meaningfully. There is a growing realization that the future 
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success of India's development effort lies essentially 
in the growth and transformation of the agriculture 
sector and related rural development, but the political, 
administrative and economic obstacles are formidable. 


Industry 


Industrial output was up by 4-5 percent in 1977-78, or 
about the average of industrial performance since the 

mid 1960s. Major reasons for this rather unsatisfactory 
growth include inadequate purchasing power (about one half 
of the population lives below the poverty line) and hence 
insufficient demand for many consumer goods; a natural 
reluctance of businessmen to invest in the face of 
considerable underutilized capacity and relatively few 
incentives; serious power shortages, particularly in the 
Bombay, Calcutta and Bangalore areas; labor unrest; rising 
input costs; and declining profits reflected in the meagre 
contribution of the corporate sector to domestic savings. 


An important part of the Government's economic strategy is 

to stimulate the growth of rural areas and the small scale 
sector, which in turn would increase employment, output 

and investment. Industry Minister Fernandes has said that 
centers will be established in each of the country's 460 
districts by end 1979 to provide service and inputs to 
industrial establishments in rural areas. Import procedures 
have been liberalized (e.g. 253 categories of capital equipment 
can now be imported without license and import procedures 
have been simplified) in the hope that capital goods will 

be imported in significantly larger amounts. The Government 
has placed higher priority on the power industry, not only 

to develop additional capacity faster but also to use 
existing facilities more efficiently. Economic policy makers 
hope to generate 49 million jobs in the next five years by 
rural public works schemes, the development of small units 

in rural areas, and the greater use of labor intensive 
technologies. This extremely ambitious goal is clouded by 
the relatively few jobs that have been created in the 
industrial sector in the past decade. There is also concern 
that many small scale units will employ low productive labor, 
have high costs and produce low quality goods. 





Monetary and Fiscal Policies 


The Government has had success recently in its fight 
against inflation because of the ample supply of 
foodgrains and the import of other agricultural products 
such as edible oils in short supply on the domestic 
market. Wholesale prices have generally trended downward 
Since September 1977 and were at approximately the same 
level in March 1978 as twelve months before. The average 
increase in the wholesale price index was five percent 

in 1977-78 compared to the average index of the previous 
year. The consumer index rose on the average by eight 
percent in 1977-78. 


The money supply increased in 1977-78 by over 15 percent 
on a twelve month point-to-point basis. A major reason 
for this rise was the generation of rupees from growing 
foreign exchange reserves. The Government has relaxed its 
credit policy somewhat. In March 1978 interest rates on 
commercial bank loans were reduced by about one percentage 
point so that the average effective rates on bank loans 
now range between 12 and 14 percent. Businessmen, however, 
are skeptical whether this change will spur investment 
sufficiently. At the same time interest rates on time 
deposits with commercial banks were reduced by up to one 
percentage point. 


The budgetary positions of both the Central Government and 
the states have been deteriorating, partly because of the 
rise of non-developmental spending and subsidies and the 
inability of states to tax the agricultural sector 
effectively. The 1977-78 budget deficit of the Central 
Government was approximately $1.1 billion (out of total 
spending of $19.3 billion). The 1978-79 budget projects 
expenditures of $21.7 billion and a deficit of $1.2 billion. 
The deficit has been criticized, on the one hand, for not 
being stimulative enough and, on the other, for being too 
inflationary. The Finance Ministry has imposed additional 
excise taxes on a wide range of items including essential 
consumer goods, coal and electricity, which businessmen 
fear will increase input costs and prices and discourage 
investment. Practically all of the state budgets this 

year are expected to be in deficit. Many state governments 
have demanded more revenues from the Center and greater 
fiscal autonomy. The Finance Commission will recommend 
future allocations of Central transfers to the states 

later this year. Finance Minister Patel has suggested that 
states should curb unnecessary spending and better mobilize 
their own resources. 





Plans 


The 1978-79 Annual Plan, which encompasses development 
spending of both the Center and the states, is expected 

to amount to almost $14 billion, up 17 percent over the 
previous plan. Patel explained to Parliament that about 

90 percent of plan expenditures were for continuing 
schemes, but that 70 percent of the new projects in 1978-79 
were for agriculture/rural development. There has been 
considerable controversy within the Janata Government 
whether the proposed spending on agricultural and allied 
activities is sufficient. 


The draft plan for 1978-83, calling for $136 billion in 
development spending and including $81 billion in the 
public sector, was approved in principle by the National 
Development Council in March 1978. However, the chief 
ministers of the states wanted to look further into plan 
targets as well as explore means of increasing their 
financial resources and autonomy, so final approval of the 
plan is not expected until late 1978. The plan's targets 

- e.g. annual growth rates of GNP at 4.7 percent, agriculture 
at four percent and manufacturing at 6.9 percent - are 
generally more realistic than in the past, but will still 
require formidable efforts to achieve. Most of the rather 
ambitious resource mobilization will have to come from 
domestic sources; net foreign assistance is projected to 
account for only about three percent of total plan outlays. 


Balance of Payments 


In 1977-78 India's total foreign trade amounted to almost 
$13 billion, and was about in balance with a very modest 
trade deficit of probably around $100 million. Exports 

grew relatively slowly (about six percent over 1976-77) 
because of troubled conditions in the markets of developed 
western countries and Indian restrictions on the export of 
goods in short supply locally. The largest export earner 
remains engineering goods (approximately $740 million in 
1977-78), followed by tea, gems/jewelry, cotton manufactures 
and clothing. The most significant item in India's import 
bill remains petroleum ($1.8 billion, or 28 percent of total 
imports in 1977-78). Because of large foodgrain stocks, 
there have been no commercial imports of foodgrains to India 
in the past two years. India's foreign trade deficit in 
1978-79 may increase to several hundred million dollars. 





The overall balance of payments situation improved 

markedly in 1977-78 as foreign exchange reserves 

increased by slightly over $2 billion to $5.8 billion 

by the end of the fiscal year. Net utilization of 

foreign aid remained at approximately $1 billion. Debt 
service payments have climbed to over $900 million 

annually (including almost $160 million to the U.S.), 

but represent only about 14 percent of exports. Foreign 
exchange earnings from tourists, shipping, investment 

and, particularly, Indians living in foreign countries 

have continued to climb. Remittances from Indians 

abroad are estimated at close to $1 billion in 1977. The 
same general pattern of the balance of payments is expected 
in 1978-79, and foreign exchange reserves are likely to 
increase to over $7 billion by March 1979. The Government 
wants to use some of these excess reserves to import capital 
goods for further development of the economy, but any 
substantial reduction in total reserves is unlikely in the 
near future. 


IMPLICATIONS FOR THE UNITED STATES 


India's record level of foreign exchange reserves, continuing 
external assistance and the regent liberalization in the 
Government's industrial licensing and import control regulations 
offer a more favorable business climate for U.S. exporters 

of capital equipment, machinery, operating supplies and 
technology. Improved Indo-U.S. relations and the diminishing 
importance of rupee trade agreements are additional contributing 
factors that should increase the potential for U.S. exports. 
These combined factors have created a commercial and economic 
environment that is conducive to increased private and official 
U.S. trade promotion activities during the coming year. 


Trade 


In 1977 trade between the U.S. and India totaled $1.56 billion 
and was almost in balance (about $780 million each way). 

This movement of goods now represents approximately 12 percent 
of India's total trade. Non-food exports from the U.S. to 
India increased substantially last year. The U.S. remains 
India's largest trading partner, but during April-September 
1977 India exported more goods to the Soviet Union than to 

the United States. U.S.-India trade in 1978 will probably 

even out at broadly #he same level as last year. Major Indian 
exports to the U.S. include textiles (cotton and jute), gems 
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and jewelry, marine products, cashews and an increasingly 
sophisticated range of manufactured and engineering products. 


Under India's more liberalized import policy, U.S. exporters 

of capital equipment will find themselves operating under 

more advantageous marketing conditions in India than was 

the case heretofore. Fourteen industrial sectors (fertilizers, 
basic drugs, newsprint and paper, power generation, distribution 
and transmission, petroleum exploration and production, petro- 
chemicals, sugar, cement, professional grade electronic 
components, effluent treatment and ecological engineering 
projects, materials handling projects, pesticides and weedicides, 
and mineral exploration, mining and beneficiation) plus 100 
percent export-oriented industries have been given the choice 

of importing capital equipment from the most competitive 
Overseas source. As in the past few years, particular sectors 
offering the most promising prospects for increased U.S. 

exports to India include mining equipment, petroleum exploration 
and processing equipment, power generation (thermal and gas) 
plant and equipment, electronics equipment and peripherals, 
telecommunication equipment and systems, metal working and 
finishing products, electronic industry production and test 
equipment, chemicals and synthetic fibers, specialized printing 
and graphic arts equipment, and process control instrumentation. 


Investment 


At the end of 1976 U.S. direct investment in India stood at 
$362 million, and has changed little since then. Most U.S. 
firms in India are in chemicals and allied products, drugs, 
manufacture of engineering equipment, automobile ancillaries, 
and in petroleum exploration and prospecting. U.S.investment 
accounts for about one-quarter of total foreign investment 

in India. From March 1973 to March 1976 the number of 
subsidiaries of foreign companies operating in India declined 
from 195 to 171, while branches of foreign firms went down 
from 538 to 482, primarily in response to the equity dilution 
requirements of the Foreign Exchange Regulations Act (FERA) 
of 1973 which requires foreign firms not engaged in "core" 
sector industries or in predominently export-oriented ventures 
to bring down their foreign equity holdings to a level of 

40 percent. 


The policy of the Janata Government toward foreign investors 
and technical collaborations has been clarified in recent 
months. According to its December 1977 industrial policy 
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statement, the import of foreign technology will be 
conditioned by the desire "to promote technological 
self-reliance", with preference being given for the 
“outright purchase of the best available technology 

and then adapting such technology to the country's need". 
On the issue of foreign equity the policy states that the 
FERA will be strictly enforced and "as a rule, majority 
interest in ownership and effective contrél should be in 
Indian hands, though Government may make exceptions in 
highly export-oriented and/or sophisticated technology 
areas". Also, for approved foreign investment there will 
be "complete freedom" for the remittance of profits, 
royalties and dividends, as well as the repatriation of 
capital subject to universally applied regulations. 


Because of the Government's policy and the continuing 

burden of administrative controls, substantial investment 
from the U.S. or other foreign countries has been minimal 

in recent years and is likely to remain so. Nevertheless, 
India does present selected investment opportunities for 
U.S. firms. Technical or financial collaboration in 

certain high-technology industries and in joint ventures 

for export are welcome. Collaborative efforts can take 
advantage of a relatively large and protected market, a 
varied resource base, a fairly well-developed infrastructure, 
a competent cadre of management personnel, an extensive 

pool of skilled and semi-skilled workers, and relatively 

low wage rates. A presence in India, including tie-ins with 
Indian companies, can also be of benefit in competing for 
business in third countries, particularly in the Middle East 
and Southeast Asia. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce Washington, D.C 20230 
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Boston, 02116, (617) 223-2312. 
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Des Moines, 50309, (515) 284-4222. 
Detroit, 48226, (313) 226-3650. 
Greensboro, N.C., 37402, (919) 378-5345. 
Hartford, 06103, (203) 244-3530. 
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Houston, 77002, (713) 226-4231. 
Indianapolis, 46204, (317) 269-6214. 

Los Angeles, 90024, (213) 824-7591. 
Memphis, 38103, (901) 521-3213 

Miami, 33130, (305) 350-5267. 
Milwaukee, 53202, (414) 224-3473. 
Minneapolis, 55401, (612) 725-2133. 

New Orleans, 70130, (504) 589-6546. 
New York, 10007, (212) 264-0634. 
Newark, N.J., 07102, (201) 645-6214. 
Omaha, 68102, (402) 221-3665. 
Philadelphia, 19106, (215) 597-2850. 
Phoenix, 85004, (602) 261-3285, 
Pittsburgh, 15222, (412) 644-2850. 
Portland, Ore., 97205, ($03) 221-3001 
Reno, 89502, (702) 784-5203. 

Richmond, Va., 23240, (804) 782-2246. 
St. Louis, 63105, (314) 425-3302. 

Salt Lake City, 84138, (801) 524-5116. 
San Francisco, 94102, (415) 556-5860. 
San Juan, P.R., 00902, (809) 753-4343, Ext. 4555. 
Savannah, 31402, (912) 232-4321, Ext. 204. 
Seattle, 98109, (206) 442-5615. 


Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 

A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 
Brazil, Argentina, Paraguay and Uruguay 
Mexico, Central America, and Panama 
Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Iran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 





